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REVIEW 


N June the educational ing grounds 

spilled forth a host of eager lacediies 
who promptly set out bravely with their book- 
worn noses pointed upstream in search of 
some haven where little green algae known 
as dollar bills can be had by working around 
in the mud. These little fellers want desper- 
ately to live; they dodge and dart from one 
promising opportunity to the next; usually 
they find that each haven is already jammed 
with big and little fish feeding either on one 
another or on the algae (which are none too 
plentiful). To gain admittance to one of 
these havens is no small feat. Usually the 
problem is to wriggle past a finny St. Peter 
who doesn’t look very friendly. If he likes 
your looks, he lets you in, and then it is just 
a matter of fighting your way into the crowd 
and getting your share of the green algae; 
if you are weak, you are nudged out into the 
stream again by the old tenants, and then 
you must begin to search for another haven. 


If all this is too whimsical for understand- 
ing, it’s about the 1939 _ of college gradu- 
ates and their chances of getting jobs. What 
are their chances of getting into the various 
havens as compared to last year’s class? Bet- 
ter, say the colleges. Only a few institutions 
report that the demand for graduates is 
lower. The majority expect 80 per cent of 
their newest alumni to have positions before 
1940. What industries are taking them? 
We've told enough here—see page 229 
(Market for i 


AND what about selecting these - 
lings—the job of that fellow who lets 


them in “if he likes their looks”? Guy 


“Wadsworth, one of the leading thinkers in 


the field of employment testing, says that 
picking ’em by the cut of their jibs or the 
color of their hair is just about the worst way 
of all. You've got to be objective. If the 
fingerling who swims hopefully to your haven 
has stripes where he ought to be speckled or 
has unusually long fins, don’t base your deci- 
sion on these scale-deep signs. Test him, 
test him objectively as Mr. Wadsworth sug 
gests in The Validity of the Personal 44 
terview (page 226). 
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Current Comment 


THE TWILIGHT OF INITIATIVE 


the recent infiltration of for- 
eign philosophies has come an unfamiliar psychology into this demo- 
cratic land. I refer to the insidious doctrine that would have us believe 
the state is more important than the people, and the group more impor- 
tant than the individual. Influences around us seem skilfully, even if 
unintentionally, directed to submerging the importance of man. He is 
led to conclude that his own efforts count for little. He has come to 
suppose that a struggle will only increase the odds against him. The 
instinct to pioneer, he is made to think, may have been fine in earlier 
days, but now the thrill of achievement must come in the form of loyal- 
ties to regimented groups. Man’s individual initiative is no longer 
the thing. 

Never mind that down through history every contribution to better 
living and better thinking has come from the sacrifices and labors and 
enterprise of some devoted individual. Never mind that it was Pasteur 
and not a medical association that gave us the theory of bacteria. Never 
mind that it was Lindbergh and not a committee that flew the ocean. 
Never mind that it was Ford and not a planning board that applied 
mass production. Never mind that it was Bell and not a scientific 
society that enabled us to send the human voice around the world. 
Never mind that it was Burbank and not a horticultural commission that 
made the plant serve a thousand new uses. Never mind that it was 
Berlin and not the musicians’ union that wrote Alexander’s Ragtime 
Band.. Never mind that it was Kettering and not the League-to-Fix- 
Cars-so-Anybody-Can-Drive-One that put a self-starter on automobiles. 
Never mind that it was some man with an idea and not the Amalga- 
mated Association of Perishable Food Purveyors that gave us the hot 
dog industry. Look everywhere to the things worth while. Not one of 
them was created for our use by a group, but each by some inspired man. 


You need only a few Lindberghs, Ketterings and Fords, and not 
everyone can be a genius. But remember we would not have any of 
these were it not for opportunity. And for each one of these I have 
named there are a thousand others whom you have heard nothing about, 
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but who, each in his own way, also spurred by opportunity, have 
contributed unbelievable benefits to our society. Give up anything else, 
but let us never give up whatever it is we have that stirs man individu- 
ally to greater effort. 


But now the group is the thing. We are pressured like hogs into 
our designated pens for feeding. There is this group for long ears, that 
for short. There is the group for pure whites, and one for the spotted 
skins. There are the hogs with tails that curl clockwise . . . those that 
curl counter-clockwise . . . those that don’t curl at all. 


What are the illusions that seem to be robbing man of his desire to 
go ahead? What are the illusions that make him afraid to think and 
to buy in terms of the future? They are all those beliefs to which we 
are beginning to listen that destroy a sense of security in our economic 
destiny. They are all those beliefs that make us doubt the perpetuation 


of individual opportunity through American free enterprise. I should 
like to refer to some of them: 


First, I refer to the paralyzing illusion that we no longer need incen- 
tives to spur men on to individual effort. This ignores the experience 
of all mankind that the desire for betterment in life is the motivating 
urge in every search for progress. Why should man strive if not for 


profit to himself, competence for his family, satisfaction in reaching a 
goal? 


Second, I refer to the illusion that sii can come only through 
a division of wealth. The belief that wealth should be shared by all 
alike overlooks the arithmetic truth that all the wealth extant in the 
world, divided evenly, would not keep us long alive. Wealth is a per- 
ishable commodity and, to become abundant enough to go around, must 
be abundantly—and constantly—created. 


_ Third, I refer to that illusion of illusions that our envied resources 
of men, money and materials have created a surplus that has stuffed 
our markets with more things than we can use. So we burn wheat, we 
bury gold, we shorten hours. But no man can have more by working 
less. You cannot spread credit by driving it into banks. You cannot 
have abundance by restricting productivity. 


Fourth, I refer to the illusion that the increased use of machines is 
throwing men out of work and thus bogging down our economy. How 
can that be? We would not, I hope, mistake temporary dislocations in 
employment for the greater end result. In this country the advance of 
the machine and the expansion of jobs at an ever better wage have gone 
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‘hand in hand for nearly a hundred years. The only way to increase 
jobs is to increase production. The only way to increase production is 
to increase sales. The only way to increase sales is to give the customer 
better values. Take care of dislocations we must. But the simple 
formula back of our prosperity is the production of more goods for more 
people—and, whether brought about by hand or by machine, always at 
lower prices to the customer. 


Fifth, I refer to the illusion that individual man is no longer needed 
as the responsible pillar of his community to guide and support the 
civic welfare. Have we ever found any group to take the place of 
sincere individual effort in establishing the neighborly interest that for 
generations has preserved the integrity of the community? 

Sixth, I refer to the illusion that the youth of today has no chance. 
Surely here is a belief rooted in the fear that individual effort will not 
continue to receive recognition. Given the hope of reward for accom- 
plishment, when in history were there more opportunities than now to 
challenge youth with vision in the fields of industry, the sciences, the 
arts, government? 


Seventh, I refer to the illusion that somehow in the socialization of 


man is a magic solution to all problems. I confess I do not know what 
we mean by socialization, but the efforts begun under the spell of that 
name seem to have left humans suddenly devoid of purpose and ambi- 
tion and initiative. 


Eighth, I refer to that most devastating of all illusions, seeping in 
despite our best instincts, that man is efficient only as he moves in regi- 
mented groups at the bidding of dictatorial overseers. We know in our 
hearts that every important step forward in this country has come 
through the enterprise of some man striving for his own success. We 
know that the greatest good for all by the American pattern of progress 
has been stimulated, not by dictators directing a group’s course, but by 
the minds of many individual men separately in search of achievement. 
Has any better pattern ever been found? 

PAUL GARRETT, 
Director of Public Relations, 


_ General Motors Corporation. 
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THE MANAGEMENT INDEX* 
Abstracts and News Items 


The Cost of Distribution 


In America today “it costs consid- 
erably more on the average to dis- 
tribute goods than it does to make 
them.” Such is one of the central find- 
ings of a survey of the costs of dis- 
tribution which is now being com- 
pleted by a special research staff of 
The Twentieth Century Fund. Figures 
from the staff’s report indicate that 
“about 59 cents out of the consumer’s 
dollar goes for the services involved 
in distribution and only 41 cents for 
the services in production.” 

_The changing role of distribution in 
our economic system is underscored by 
figures in the report showing an in- 
creasing proportion of American work- 
ers employed in distribution as com- 
pared with production. In 1870, among 
all gainfully employed workers, ap- 
proximately 75 per cent were employed 
in agriculture, manufacturing, and 
other production activities, while 25 
per cent were in distribution and serv- 
ice activities. By 1930, the workers 
in production had dropped to 50 per 
cent of the total, while the proportion 
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of workers in distribution and service 
activities had doubled so that they 
constituted the other 50 per cent. 

During this same period, the total 
volume of goods produced and con- 
sumed in the United States increased 
more than nine times, while the popu- 
lation increased three times. Since 
1870 the number of persons engaged 
in the production industries has less 
than trebled, while those engaged in 
distribution have increased nearly nine 
times. Taking these figures at their 
face value, it appears that there has 
been more than a threefold increase in 
the output of goods per worker, while 
the amount of goods distributed per 
worker in the distribution industries 
has increased only slightly. 

In 1929, when a larger volume of 
goods was produced and distributed in 
the United States than in any other 
year before or since, the cost of produc- 
ing goods was slightly more than 27 
billion dollars, while the cost of dis- 
tributing them was somewhat less than 
39 billions. Of this latter sum, nearly 
13 billion dollars was paid for retail 
distribution, about 7 billions was the 


*For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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cost of wholesale trade, somewhat less 
than 9 billions represented transporta- 
tion costs, another billion was ac- 
counted for by advertising, instalment 
selling and other charges, and a little 
more than 9 billions was the cost of 
distribution incurred by manufac- 
turers. 

Distribution today must cover far 
greater territories than it did in earlier 
times and must reach more people with 
an almost infinitely wider variety of 
products. Specialized quantity pro- 
duction in highly concentrated areas 
has resulted in lower costs and increas- 
ed efficiency in production, but it has at 
the same time made distribution more 
complicated and costly. Concentration 
of production requires the transporta- 
tion of raw materials to producing 
centers and of finished products back 
to dispersed and distant markets. This 
transfer takes time, requires interme- 
diate handling and financing, and in- 
volves risks and costs not present in 
simpler types of economy. The Twen- 
tieth Century Fund, New York, N. Y., 
May 15, 1939. 5 pages. 


Weather Forecast for Business 


Business is focusing hard on the 
money-saving possibilities of a long- 
range weather forecasting service 
(non-government) which not only 
makes specific predictions for each 
United States area a week in advance 
but indicates weather trends a full 
month ahead and interprets the effects 
of these conditions on agriculture and 
industry. 

This service is conducted by Dr, 


Irving P. Krick, associate professor 
of meteorology, California Institute of 
Technology, and consists of monthly 
and semiweekly mail bulletins supple- 
mented by direct wire reports. The 
predictions are said to average from 
90 to 95 per cent correct within the 
limits required by industry and agri- 
culture. 

While the U. S. Weather Bureau 
issues day-in-advance predictions of 
high and low pressure areas, tempera- 
tures, wind velocities, and wind cur- 
rents, Dr. Krick adds humidity and 
temperature intensities, precipitation 
(rain, snow, hail) and electrical 
storms, and gives six-day advance in- 
dications of these elements. The Krick 
forecasting system is based on the 
new “air-mass analysis” technique in- 
troduced by Norwegian scientists. 

Among the subscribers, electric and 
gas utilities have been warned of ap- 
proaching storms and have been able 
to spot repair crews in threatened dis- 
tricts. They’ve used the forecasts, also, 
to calculate fluctuations in load de- 
mand. A large utility group in the 
Great Lakes area got a two-day warn- 
ing of violent and unusually severe ice 
storms which broke on a Sunday, and 
was able to mobilize ahead of time for 
trouble. Hotels plot fluctuations in 
their tourist business and use the warn- 
ings as a guide in buying food for their 
restaurants. Movie producers learn 
how weather will affect conditions for 
photography and sound on “location” 
and where and when desired cloud 
effects can be found. 

Regional analyses predict, in detail, 
temperature fluctuations, humidity, 
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amounts of precipitation, wind cur- 
rents and velocity, and warn of storms. 
This information, in turn, is trans- 
lated into terms of effects on business. 
Business Week, June 17, 1939, p. 36:2. 


The Ultimate Cost of Strikes 


When a strike occurs in the United 
States it costs the national economy 
$59 per day for every man directly 
involved. That is the average figure 
computed by a special subcommittee 
of the Senate Committee on Finance, 
appointed last year to inquire into 
industrial relations, profit sharing and 
incentive taxation. 

“The loss of strikers’ wages is only 
a small part of the losses that are even- 
tually incurred by the national econ- 
omy,” the subcommittee’s report states. 
“The average wage loss per man-day 
of strike is $3.94. The manufacturers’ 
overhead loss amounts to $5.85, and 
the amount of materials tied up by 
the strike has an average value of 
$13.82 per man-day, leaving a total 
primary cost of $23.61, representing 
the value of orders tied up each man- 
day of strike.” 

These calculations were based on 
1937 strikes, when total man-days lost 
were 28,424,857. 

But careful analyses of average 
manufacturers’ outlay for selling, pro- 
motion, transportation, and related dis- 
tributional expenses reveal that $1 of 
manufactured product at the factory 
has an ultimate “diffused value” of 
$2.50 in the national economy. Thus 
strikes really cost the nation $1.50 
beyond the factory for every dollar 
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lost at the struck job-site. By this 
formula, the $23.61 loss per man-day 
at the plant entails an average stop- 
page of money flow of $35.41 per man- 
day in associated distributional lines, 
making ultimate strike losses for the 
whole economy fully $59 per man-day. 

Critics point out that no account is 
taken here of riot damage, hospital and 
medical expenses, increased police out- 
lays by the public, and added costs of 
private protection in strikes involving 
civil commotion. Certainly these items 
are not negligible. 

But $59 per man-day is a dreadful 
economic drain. For the five years 
1933-37 total strike costs were 1.9 per 
cent of the aggregate national income. 
In 1937, when man-days lost were 
double the annual average of the pre- 
vious five years, the ultimate cost of 
strikes amounted to 2.54 per cent of 
the combined national income for the 
year. Yet for the three depression 
years 1930-32 the cost of strikes was 
only .43 of one per cent of the com- 
bined national income for those years. 

These figures indicate that, in rela- 
tion to national income, strike costs 
have increased almost fivefold under 
prevailing national labor-relations 
policies. By Lawrence SULLIVAN. 
Forbes, July 1, 1939, p. 34:1. 


If War Breaks Out 


Will there be war? Most of the 
world hopes not; but with the fate of 
Europe today depending upon the un- 
predictable moods of one man, any- 
thing may happen at any time. Twenty 
years after “the war to end wars,” the 
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principal European nations are still 
divided into two hostile camps, the 
fundamental cause of their dissent and 
hostility being economic. 

So far, the participants in this eco- 
nomic struggle have applied all kinds 
of measures short of war. But if Mars 
should be called upon to decide, what 
would be the outcome? 

The progressive mechanization of 
modern warfare, with its tremendous 
requirements of guns, airplanes, ships, 
ordnance, and all kinds of machinery 
and implements, strongly favors the 
combination of nations with the larg- 
est raw material resources, either with- 
in their own boundaries or easily acces- 
sible even under war conditions. Thus 
the democratic nations, England and 
France, have a decided advantage over 
their opponents, an advantage which 
would be immensely enhanced if Rus- 
sia should join this combination. 

While well prepared and fortified by 
large accumulated reserves of war ma- 
terials, all that the totalitarian states 
can hope for is a quick decision by a 
short war. Any drawn-out conflict 


would weaken their position and in- 


evitably end with a victory of the 
opposing group, a repetition of the 
World War. 

Germany and Italy economically are 
comparatively weak, and are lacking 
in numerous raw materials and food 
products. Other factors of economic 
weakness for both members of the Axis 
are: shortage of foreign exchange, an 
unfavorable trade balance, and gradu- 
al deterioration of governmental 
finances. 


What would be the effect of Euro- 


pean war on United States business? 

If permissible under our neutrality 
legislation (still pending before Con. 
gress), the immediate results of war 
in Europe would be large purchases 
by the anti-Nazi group of our agricul- 
tural and mining products as well as 
manufactured war implements, a firm 
price structure for our commodity mar- 
kets, and increasing factory employ- 
ment. A collateral though very im- 
portant result of a European war 
without our active participation would 
be the tremendous trade opportunities 
in Central and South America, where 
today the great European nations are 
our sharpest competitors. 

If war breaks out, the United States 
has nothing to fear, provided we keep 
out of the conflagration and limit our 
efforts to material support of our log- 
ical friends on a strictly business basis. 
By Anprew A. Bock. The Financial 
W orld, July 12, 1939, p. 5:3. 


Reciprocal Buying 
Cuts Both Ways 


Reciprocity long has been blamed 
for many of the so-called evils in busi- 


ness. Many a “lost” order has been 


attributed to it. Small companies 
making a few products often declare 
they have no chance to compete with 
larger organizations producing a 
greatly diversified line. However, it 
is indicated that, more and more, sales 
and purchasing departments are com- 
ing to realize that reciprocity is an 
unavoidable factor in doing business 
and are facing the attendant problems 


squarely. 
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When reciprocity is used as a method 
of forcing a customer to buy a product 
of inferior quality or unsuited to his 
requirements, there is no questioning 
the fact that it becomes obnoxious and 
an obstruction to the normal flow of 
business. When it is used as a means 
of discharging friendly moral obliga- 
tions, little criticism is justified. 

A good many purchasing agents ob- 
ject to reciprocity on the ground that 
it violates the principles of sound buy- 
ing, especially when they are forced 
against their better judgment to sacrifice 
quality, price or service. The growth 
of the practice is indicated by the fact 
that many companies have set up 
separate departments to maintain a 
complete record of suppliers and use 
the data in influencing sales. 

Tactfully handled, such data are of 
undeniable assistance to the salesman. 
Too often, unfortunately, the salesman 
uses reciprocity as his first argument 
and sometimes overplays his hand, thus 
unnecessarily impairing the cordial re- 
lations between two companies. The 
purchasing agent for a large machinery 
builder tells the story about the pig- 
iron salesman who came in, seated 
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Contract Covering Office Workers 


An example of a collective-bargain- 
ing agreement fixing working condi- 
tions for clerical employees, skilled, 
semi-skilled and unskilled, is the con- 
tract signed recently by John Boettiger, 
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himself comfortably, and pugnaciously 
declared that he wanted an order since 
his firm had just purchased an expen- 
sive piece of equipment. A quick ex- 
amination of the records, however, 
revealed that the salesman’s company 
was the last on the list from a recip- 
rocal standpoint despite the recent 
purchase. The salesman, of course, 
left crestfallen, realizing that he had 
overstepped the bounds of judicious 
selling. 

Reciprocity is likely to be with us 
as long as goods are traded, and, skil- 
fully wielded, it may be made to pro- 
duce effective results. In the long 
run, the so-called evils of reciprocal 
transactions tend to be self-correcting. 
Any legitimate business enterprise 
must buy the kinds and qualities of 
materials that are best suited for its 
purpose so that with its improved de- 
signs and manufacturing methods it 
can turn out a product competitive 
with those of other manufacturers in 
the field. If it deviates from these 
standards, it soon loses its competitive 
position and eventually fades com- 
pletely out of the picture. Steel, June 
12, 1939, p. 42:1. 


son-in-law of President Roosevelt and 
publisher of the Seattle Post-Intelli- 
gencer. The agreement is between the 
Seattle Post-Intelligencer Department 
of Hearst Publications, Inc., and the 
Seattle Newspaper Guild (C.1.0.) 
The fact that this agreement covers 
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all types of work from skilled to un- 
skilled requires many wage classifica- 
tions, six for editorial department em- 
ployees and 20 for commercial or busi- 
ness office employees. The latter in- 
clude six classifications of clerks, office 
boys, stenographers and secretaries, 
head switchboard operator, switchboard 
operators, bookkeeping machine opera- 
tors, advertising collectors, salesmen 
and artists. 

Other chief features of the agreement 
which apply uniformly to all types of 
employees covered are an eight-hour 
day worked within nine consecutive 
hours, five-day, 40-hour week, time off 
for overtime, two weeks’ vacation after 
one year’s service, dismissal indemnity 
ranging up to 28 weeks after 124 years’ 
service, and two weeks’ advance notice 
of dismissal. Labor Relations Reporter, 


July 10, 1939, p. 5:3. 


The Validity of the 
Personal Interview 


The employment method in most 
widespread use today is the personal 
interview. Two types of hiring inter- 
view may be described briefly. The 
first is a general “sizing up” process, 
in which the interviewer relies chiefly 
upon his ability to judge men. Second, 
there is the so-called objective inter- 
view, in which the purpose is to ques- 
tion the applicant on a limited number 
of points believed to be criteria of 
fitness for the job. Probably elements 
of each approach operate in the other, 
and the only real distinction lies in the 
degree of reliance consciously placed 
upon personal impressions. 


The classic experiment on the valid. 
ity of the personal interview was con- 
ducted by Hollingworth, of Columbia 
University. He prevailed upon a group 
of executives, who were experienced in 
hiring men, to interview some 60 can- 
didates applying for the same job and 
then to list them in order of their rela- 
tive desirability for the position. Hol- 
lingworth’s thesis was that, if there is 
such a thing as innate or acquired 
ability to judge men, people who pre- 
sumably possess that ability should 
reach fairly common agreement when 
reviewing the same candidates. 

Actually, one fellow received first, 
second, fifty-third and fifty-seventh 
places in order of desirability from 
various interviewers. The applicant 
who was given the best average stand- 
ing was ranked all the way from second 
to thirty-sixth places. The two appli- 
cants who were assigned the worst 
rankings ranged from sixth to fifty- 
fifth places. Instead of the field being 
narrowed down to a_ few logical 
choices, the confusion of choices in- 
creased with the number of inter- 
viewers. 

Variations of this experiment have 
been performed since, almost uni- 
formly with the same result. Unless 
the applicant offends some popular 
idea of what is favorable in physical 
appearance, the use of the personal 
interview ordinarily means that, as be- 
tween applicants with relatively the 
same education and experience, one in- 
terviewer will take one of the candi- 
dates, while another interviewer will 
select someone else. 

There is no question that popular 
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beliefs regarding personal appearance 
are of great influence in the hiring 
situation. There are numerous ac- 
cepted ideas on “reading people,” 
such as the “honest face,” the “‘intel- 
ligent forehead,” the “weak chin” and 
the “shifting eye.” Doubtless the dis- 
positions of a number of redheads are 
considerably affected by the popular 
expectation that they should be hot- 
tempered and hard to get along with. 

The whole school of phrenology, 
for example, long since discredited, 
was based on the superficially plaus- 
ible premise that the human brain is 
like a muscle and will expand in the 
areas most often put to use, with cor- 
responding changes in the shape of the 
skull. Dr. Galton gave us a theory of 
“localizations” of the brain, taking the 
trouble to develop a chart of the head 
to show us where various functions 
were located. A high crown on the 
skull, symbolic of the mind reaching 
heavenward, was supposed to indicate 
a disposition to be reverent. Other 
functions, such as music, language and 
histrionic ability, were supposedly 
localized beneath the eyebrows. To 
indicate that this was an ancient and 
honorable science, “amativeness” (sex- 
uality, to you) was modestly located 
at the back of the head in the occipital 
lobe. 

Another popular theory was the so- 
called Blackford System, which was 
highly complimentary to individuals 
of blond persuasion. Miss Blackford 
started with the premise that blond 
people had developed in harsh and 
cruel northern climates, and that there- 
fore the normal blond had positive, 
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dynamic, aggressive, active, quick and 
variety-loving characteristics. Brunettes 
were supposed to have originated in 
tropical climes, where life was easy, 
and therefore possessed negative, static, 
conservative, imitative, slow and pains- 
taking characteristics. All went well 
with this theory until someone (pre- 
sumably a brunette) with a penchant 
for scientific research examined the 
characteristics of a large group of 
blonds and of a large group of bru- 
nettes, and discovered that 64 per cent 
of the brunettes possessed blond traits 
in the same degree as the blonds them- 
selves, and vice versa. 


Numerous other researches could be 
cited to prove that neither the hiring 
interview as a whole nor interpreta- 
tions of personal appearance are tech- 
niques which have been fully validated 
by accepted quantitative methods. By 
Guy W. WapswortH, Jr. From “Hir- 
ing Techniques as an Aid in Industrial 
Relations,” an address before the Stan- 
ford Industrial Relations Conference, 
1939. 13 pages. 

(Various types of tests and other factors 
nee are also discussed in this paper— 


Principles and Methods of Measur- 
ing Office Activities 


All clerical office activity can be 
measured. However, measurement 
should not be undertaken merely to 
demonstrate that it can be done. In 
every case measurement should serve 
a basic economic purpose, namely, to 
get work done in the most efficient man- 
ner. Ordinarily, the volume of work 
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is the principal factor in deciding 
whether or not an office activity can 
be measured profitably. 

The principles of measurement are 
comparatively simple: 


Analyze the Activity 


First, it is necessary to analyze the 
activity under consideration through 
the medium of a survey conducted with 
due regard for local conditions. This 
analysis should disclose any inherent 
weaknesses of the existing routine, with 
the result that attention can be directed 
to the design of improved methods to 
remedy the situation. 


Determine the Unit of Work 


By a unit of work we mean some 
repetitive task that is simple and in- 


variable, in terms of which the results 


of an office activity can be measured. 
For example, the results of typewriting 
effort can be expressed in terms of the 
number of standard lines of typewrit- 
ten matter produced. In a shipping 
department, the bill to the customer 
would probably represent the unit, 
though in a large organization it might 
be well to assign different units to 
freight, express and parcel post ship- 
ments. 


Set Standards 


Measurement reports in themselves 
tell what has been done. The answer 
to the even more important question 
“What should be done?” can be given 
only after proper standards of perform- 
ance have been determined. Standards 
predicated on time and motion studies 


are far more effective than standards 
which merely represent average per- 
formances, but they should be flexible 
rather than fixed. Standards should 
also allow for occasional “time out” 
periods. 


Make Reports Simple and Easy to 
Prepare 


The methods of recording production 
should be easy to apply and should 
involve but a small expenditure of 
time and effort on the part of the 


employee. 
Measure the Individual 


Measurement and recording work 
should be done by individuals wherever 
possible so that the proficiency of indi- 
viduals may be compared. However, 
when employees report their own out- 
put, errors are likely to occur, chiefly 
on the side of increased production. 
Therefore an effort should be made to 
incorporate a simple correlative sys- 
tem of checks and balances in all mea- 
surement plans. 


Secure Employee Support 


There are several practical means of 
winning employee cooperation: First, 
induce employees to participate actively 
in carrying forth your plans from the 
time the analysis is undertaken until 
the measurement routine is functioning; 
and tell them frankly that the goal of 
measurement is to get more and better 
work done with less effort. Second, 
fair play for the accurate worker de- 
mands that some penalty, either in 
time or in production, be exacted for 
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errors. Third, unassigned time should 
not be charged to the employee when 
determining the results of productive 
effort. Fourth, insofar as it is possible 
to do so, the results reported by each 
individual should be made available 


The Effect of Modern Techno- 
logical Conditions Upon the Em- 
ployment of Labor. 


Explanations of falling general em- 
ployment must be found elsewhere 
than in displacement of workers by 
machines. The chief incentives to 
labor saving in two business cycles 
from 1914 to 1933 were the rise of 
management to power in industry and 
the high cost of protective programs 
for labor. Falling costs of production 
should have led to increased employ- 
ment in consumers’ goods, recreation 
and services. Failure of such compen- 
sating employments to appear in the 
1920’s is due to the post-war fallacy 
of the stable price level, to absence of 
credit facilities for enterprise, and to 
inflexibility of fixed charges for cor- 
poration salaries, accounting abstrac- 
tions and debts. 

Since 1933 the rate of change has 
greatly increased, and compensating 
adjustments in prices, investment and 
obsolete debt must be even more rapid 
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PRODUCTION MANAGEMENT 


Industrial Economics: Labor and Capital, Legislation, 
Wage Theory, Migration 


for inspection by all employees in the 
same group. By F. D. Lenn. N. A.C. A. 
Bulletin, May 15, 1939. 22 pages. 


(Specific methods of applying these prin- 
ciples of measurement to filing, posting, 
typing and other office activities are de- 
scribed in detail in this study—Editor.) 


and extensive than for the 1920's. The 
chief. need is to find reintegrating 
forces equal to the disintegrating forces 
in economic society and so provide full 
employment that maintains itself out 
of its own earned income. By EpNA 
Lonican. The American Economic 
Review, June, 1939, p. 246:14. 


Market for Sheepskins 


What chance for a job has this year’s 
college graduate? 

Better than last year’s, on the show- 
ing of 100 institutions included in a 
national inquiry. Sixty-three said em- 
ployment calls were definitely greater; 
only 14 schools reported employment 
demand lower this year; 23 saw about 
the same number of job calls. 

Based on spring demand, 57 of the 
colleges estimated that 80 per cent or 
more of their June seniors would be 
hired before the end of 1939. Several 
saw ample demand to provide jobs for 
all graduates seeking employment. 

Technical and industrial concerns 
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are active bidders for new personnel 
this year, with aviation showing the 
greatest expansion in requirements. 
Accounting and sales promotion jobs 
were offered by a wide diversity of 
manufacturing, wholesale and retail 
concerns. Various phases of govern- 
mental work provide the bulk of the 
placement opportunities for several 
schools. 

Starting salaries are at approxi- 
mately the same levels as last year, 
generally ranging between $95 and 
$135 a month, with some outstanding 
seniors getting offers of $175. Nation’s 
Business, July, 1939, p. 29:1. 


Five-Day Week Survey 


The Fort Wayne Corrugated Paper 
Company, of Fort Wayne, Ind., re- 


cently queried 9000 customers and 
prospective customers as to their poli- 
cies concerning office and factory clos- 
ing on Saturdays. Of the questionnaire 
cards sent out, 25.5% were returned 
with replies. The following are the 
questions asked and the returns: 

Do you close your office all day 
Saturday? 60.8% said they do not, 
39.2% said they do. Of the 39.2% 
who do close all day Saturday, 18% 
close during the summer only, 82% 
all year. 

Do you close your factory all day 
Saturday? 35% do not, 65% do. Of 
the 65% who do close, 6% close dur- 
ing the summer only, 94% all year. 

Do you interview salesmen on Satur- 
day? 42% do, 58% do not interview 
regularly. Of the 58%, 40.8% do in- 
terview salesmen by appointment, while 


59.2% do not interview salesmen at 
all on Saturday. 
Do you now receive materials on 
Saturday? 53.7% do, 46.3% do not. 
Factory Management and Mainte. 
nance, July, 1939, p. 52:1. 


Industrial Aspects of 
Labor Mobility 


An analysis of the employment rec- 
ords of 188,757 workers in Michigan 
over an approximate period of five 
years indicated that fishermen, miners 
and forestry workers were the groups 
most mobile in search of employment. 
About one-fifth of these workers made 
one or more moves during the 57- 
month period covered by the study. 
The group in agriculture had the sec- 
ond highest proportion of workers 
moving. Persons usually engaged in 
professional and semi-professional 
service were more mobile than were 
persons usually employed in the manuv- 
facturing and mechanical industries, 
including the automobile industry. 
Workers continuously unemployed 
during the period studied were least 
mobile. 

The distance a worker moves is re- 
lated to the industry in which he seeks 
work. Workers entering the manufac- 
turing and mechanical industries made 
the highest proportion of moves that 
were confined within the boundaries 
of a county; workers entering agricul- 
ture made the highest proportion of 
moves across county lines within the 
state of Michigan; and workers who 
entered the transportation and commu- 
nication industries reported the highest 
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proportion of moves across state lines. 
By Joun N. WEBB and ALBERT WESTE- 
FELD. Monthly Labor Review, April, 
1939, p. 789:14. 


State Labor Laws 


A survey of state labor legislation 
passed in 1939 shows a heavy pre- 
ponderance of the type of laws usu- 
ally opposed by labor organizations. 

Of the 18 laws relating to labor 
relations passed by the 46 state legis- 
latures which have been in regular or 
special session in 1939, four define 
unfair labor practices to include prac- 
tices of employees, six prohibit sit- 
down strikes, two weaken previously 
enacted anti-injunction laws, and one 
provides for compulsory licensing of 
labor unions. 

On the other hand, two anti-injunc- 
tion laws were passed. Another mea- 
sure repeals an anti-coercion statute 
which had been used to limit strikes 
and boycotts. These might be classed 
as pro-labor laws, to which perhaps 
might be added an amendment to the 
Massachusetts Labor Relations Act to 
safeguard craft units, although only 
one labor group favored it. 

Six of the new laws define and en- 
large mediation activities of the state 
governments, three of them being laws 
which also define unfair labor prac- 
tices by ‘employees. One mediation 
law was repealed. 

The “unfair labor practice” statutes 
were adopted by Minnesota, Wiscon- 
sin, Michigan and Pennsylvania. These 
four acts prohibit sit-down strikes. 
Laws prohibiting sit-downs were also 
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enacted by the Oklahoma and Min- 
nesota legislatures. 

Of the six state laws enlarging me- 
diation activities of the state govern- 
ments, three are “unfair labor prac- 
tice” statutes mentioned above, namely, 
those of Michigan, Wisconsin and 
Minnesota. The other states broaden- 
ing their mediation activities were Cali- 
fornia, Massachusetts and Vermont. 
Labor Relations Reporter, June 26, 
1939, p. 3:2. 


Where Will Foremen Go? 


Around Detroit and Cleveland dur- 
ing the past few weeks a red-hot rumor 
has been heard. Business reaction to 
the rumor is, variously, “That’s bad,” 
“It’s impossible,” or “What next?” 
The rumor is that a labor union for 
foremen is being organized. Tenta- 
tively known as the United Foremen 
and Supervisors, the union may be 
affiliated with the Congress of Indus- 
trial Organizations, if C.1.0. is in- 
terested. 

Customary labor-union reaction 
would be against including foremen. 
In fact, most of the unions have op- 
posed the admission of anyone from 
supervisory ranks, although in scat- 
tered instances foremen are union 
members. Employers, on the other 
hand, have now and then urged the 
supervisory workers to take an active 
interest in unionization. And one of 
the proposed amendments to the Wag- 
ner Act which now is being stoutly 
opposed by the National Labor Rela- 
tions Board is that which states that 
nothing in the act “shall restrict 
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supervisory employees from joining 
or becoming members of labor organi- 
zations.” Chairman Madden of the 
NLRB, in completing his recent state- 
ment before the Senate committee, de- 
clared: “I do not think it an exag- 
geration to say that enactment .. . 
would destroy the act.” 

But a union of foremen by foremen 
and for foremen would be something 
else again. Employers usually have 
thought of the foreman as being “part 
of management,” not of labor. In- 
deed, the foreman’s position has be- 
come one of the most confusing factors 
in industrial relations during the past 
three years of union activity. Business 
Week, June 10, 1939, p. 37:3. 


What Strike Record of 1938 
Shows 


Figures of the Department of Labor 
on strikes beginning within 1938 show 
a precipitate drop from the number 
beginning in 1937. Revised statistics 
indicate that 1938 strikes numbered 
2156, a decrease of 55 per cent from 
the previous year’s figure. Persons 
involved decreased from 1,860,621 to 
651,202, a 65 per cent drop. The 
number of man-days idle decreased to 
8,536,668, a decline of 70.5 per cent. 
Strikes in 1937, however, had reached 
a 10-year high. 

The proportion of strikes in which 
union recognition was an issue or the 
sole issue decreased from 46.6 per 
cent to 29.0 per cent. This result is 
open to the interpretation that unions 
are resorting less frequently to strike 
action for recognition whenever recog- 


nition may be obtained by appeal to 
the NLRB or state boards. Strikes 
because of union discrimination rose 
slightly from 2.9 per cent of all strikes 
in 1937 to 3.4 per cent in 1938. The 
proportion of strikes for the closed 
shop increased from 7 per cent of the 
1937 total to 12.7 per cent for 1938. 
Strikes having as their sole issue the 
question of wages and hours increased 
from 29.8 per cent of the total in 1937 
to 31.2 per cent in 1938. Inter-union 
rivalry and jurisdictional disputes in- 
creased from 3.8 per cent of strikes in 
1937 to 4.6 per cent for 1938. Sym- 
pathetic strikes rose from 0.9 per cent 
of all strikes in 1937 to 1.2 per cent 
in 1938. 

In regard to methods of strike settle- 
ment, one of the most striking differ- 
ences discernible between 1938 and 
1937 lies in the increase of the propor- 
tion of controversies settled by govern- 
mental conciliation—from 36.0 per 
cent for 1937 to 41.8 per cent for 
1938. The proportion of disputes 
settled by unaided negotiations be- 
tween employers and labor organiza- 
tions dropped from 45.0 per cent of 
total strikes in 1937 to 39.9 per cent. 
Settlements by private conciliators and 
arbitrators fell from 2.5 per cent in 
1937 to 1.9 per cent. Settlements 
between employers and employees 
without the agency of unions also fell 
off substantially—from 3.6 per cent in 
1937 to 1.7 in 1938. 

Results of strikes were somewhat 
less favorable to employees in 1938, 
although the difference was perhaps 
less than might have been expected in 


view of the less favorable business con- 
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ditions prevailing. Settlements bring- 
ing substantial gains to workers re- 
sulted from 39.2 per cent of all strikes 
in 1938, as compared with 46.2 per 
cent in 1937. Those bringing partial 
gains rose from 31.8 per cent to 33.8 
per cent. Strikes which were lost 
formed a larger proportion of all 
strikes in 1938—19.9 per cent, as com- 
pared with 17.3 in 1937. Settlements 
through jurisdictional arrangements 
were made in 5.8 per cent of all 
strikes in 1938, as against 3.9 per 
cent in 1937. Labor Relations Reporter, 
May 22, 1939, p. 5:1. 


Farm Employment, 1909 to 1938 


The number of family workers and 
hired workers combined, on farms, in 
1938 was about 12 per cent smaller 
than in 1909, although the total popu- 
lation of the country was about 44 
per cent larger. 


The number of hired workers under- 
went little change from 1909 to 1929, 
but fell sharply thereafter, the aver- 
age number in 1929 being about 2,- 
988,000 and in 1938 about 2,529,000. 
The average amount of employment 
of hired workers is approximately 
seven months per year. Many hired 
workers find employment only by 
migrating with the crops and seasons. 
Only about one-sixth of the farms 
have hired labor. Relatively large 
numbers of hired workers per farm 
are found in the Delta cotton area, 
the range area, and the states of Flor- 
ida and California. 

The problems of the unemployment 
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and under-employment of farm labor 
are closely related to those of indus- 
trial labor. Monthly Labor Review, 
June, 1939, p. 1241:17. 


The First Year of the Voluntary 
Industrial Arbitration Tribunal 


_ Late in 1937 the American Arbitra- 
tion Association established the Vol- 
untary Industrial Arbitration Tribu- 
nal for the purpose of settling labor 
disputes. 

During its first year the Tribunal 
arbitrated 103 controversies voluntar- 
ily referred to it. They were settled 
to the satisfaction of the parties con- 
cerned, and the awards were observed 
without any compulsion. Thus the 
Tribunal has answered, by practical 
experience, one major question that 
has troubled industrialists: Will the 
unions abide by the awards? The 
answer is: Yes, when they have a fair 
trial, equal opportunity to be heard, 
and receive an impartial award based 
upon the facts. 

In the cases submitted to the Tribu- 
nal, it has used 88 arbitrators, all 
chosen by mutual agreement of the 
disputants. Arbitrations have been 
largely confined to such cities as New 
York, Philadelphia, Camden, Boston, 
Los Angeles and Cincinnati, but the 
Tribunal is national in scope and its 
rules can be applied in any locality. 
Since the arbitrators serve without 
compensation, it has been possible to 
fix a nominal fee of $10 for each side 
for the conduct of a hearing. 

Arbitrations conducted in the Vol- 
untary Industrial Arbitration Tribu- 
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nal are legal proceedings whenever 
the arbitration law under which they 
have been held makes the arbitration 
agreement legally valid and the award 
legally enforceable. Furthermore, dis- 


putants agree that the award shall be 
final and binding and that it may be 
entered as a judgment in the court 
having jurisdiction. The Arbitration 
Journal, April, 1939, p. 126:12. 


Benefit Systems and Incentives: Pensions, Profit Sharing, 
Suggestions, Vacations, Stock Ownership 


Industrial Nursery 


John H. Swisher & Son, Inc., cigar 
manufacturers of Jacksonville, Fla., 
have just established what is perhaps 
the first company-operated nursery for 
workers’ children in the United States. 
About 80 per cent of this concern’s 
employees are women, and the com- 
pany personnel director conceived the 
idea of the nursery six months ago 
when it was discovered that many 
mother-employees were boarding their 
children at under-privileged homes. 
As a result of improper care, many of 
the children suffered from malnutri- 
tion and frequent sickness, and mothers 
were often obliged to stay at home, 
losing valuable time from their work. 

The nursery occupies the entire top 
floor of the huge Jacksonville plant. 
It is air-conditioned, and contains 
kitchens, sleeping and recreation 
rooms, It is designed to accommodate 
100 children under normal conditions, 
but can take 150 if necessary. The 
nursery will be open 24 hours a day, 
seven days a week, and trained nurses 
will be on duty at all times. Mothers 
will be permitted to leave their chil- 
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dren in the company’s care over week 
ends as well as during working hours. 

Children up to two years of age 
will have separate sleeping quarters. 
Older children will be segregated ac- 
cording to age and sex. It has also 
been arranged to provide rudimentary 
schooling for the older groups. Forbes, 
July 1, 1939, p. 18:1. 


Profit-Sharing Survey 


After an extended survey of business. 
experience, the Senate subcommittee 
on profit sharing has formulated a 
“recommended profit-sharing plan” 
based on the following main points: 
Both employees and employer should 
contribute to a reserve fund adminis- 
tered by a joint board. The workers’ 
contribution should be invested in 
securities which state laws approve as 
suitable for trust funds, while the em- 
ployer’s contribution should be in- 
vested in bonds, preferred stock, and 
mortgages—not in common stock. At 
an agreed retirement age the em- 
ployee would be permitted to with- 
draw his share. Various provisions are 
recommended to take care of the em- 
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ployee who resigns, is fired, dies, or is 
disabled before his retirement age is 
attained. 

The subcommittee found that more 
than 9000 firms are using some kind 
of employee benefit and welfare plan, 
and that 728 share profits. Of these, 
374 reported that they disbursed 
$136,000,000 in profits in 1937. Busi- 
ness Week, June 24, 1939, p. 31:1. 


Our Maintenance Foreman 
Is on Incentive 


Although incentives for maintenance 
are thought to be difficult to devise, 
their practicability has been proved 
over several years in the Richmond, 
Ind., plant of the Belden Manufactur- 
ing Company. Since 1932 the main- 
tenance foremen of this plant have been 
offered an incentive in the form of a 
bonus paid in addition to their regular 
monthly salary. This bonus is based on 
the ratio of actual maintenance cost to 
a predetermined standard cost for 
maintenance. 

At the time the plan was initiated, 
studies made of several years’ mainte- 
nance experience showed a reasonably 
constant relationship between mainte- 
nance costs and the number of direct 
labor hours worked in each manufac- 
turing department. Standards were 
then established, not at the previous 
cost levels, but at lower levels which 
investigation proved were attainable 
and represented good performance. 

Because maintenance costs tend to 
fluctuate considerably from month to 
month, the bonus for any given month 
is based on the performance for that 
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month and the two preceding months. 
And in order that the plan may indi- 
cate the effectiveness of control through- 
out the plant, the ratio of actual to 
standard costs is computed for each 
manufacturing department separately, 
and then a composite ratio is obtained. 


When the standard is met, the ratio 
is 1.00, and a bonus of 10 per cent is 
earned. However, even if the standard 
is not attained, the ratio may rise to 
as much as 1.23 before the bonus drops 
to zero. Thus it will be seen that even 
though performance may fluctuate over 
a fairly wide range, the foreman al- 
most invariably receives a bonus check. 


The maximum bonus that is paid for 
any period is 25 per cent. During the 
past two years the monthly bonus 
earned under the plan has varied from 
2.8 to 16.6 per cent and has averaged 
11.1 per cent. Savings resulting from 
operation of the plan are estimated at 
approximately 9 per cent. By H. H. 
STEELE. Factory Management and 
Maintenance, June, 1939, p. 86:2. 


Serving Afternoon Tea in 
Plant Cuts Rejects 


Serving 3 o’clock tea to employees 
at O’Connor’s Cleaners and Furriers, of 
River Forest, Ill., has worked wonders 
in eliminating do-over jobs and speed- 
ing up operations in the dull period 
of the afternoon since the idea was 
introduced two years ago. Workers 
are afforded a moment of relaxation 
and get a pick-up at the most difficult 
time of the day, when mistakes are 
at their peak. 
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The entire procedure takes no more 
than 15 or 20 minutes and costs very 
little. At a quarter of three in the 
afternoon, two girls from the checking 
department go off their jobs to make 
the preparations. Workers have their 
own cups and are served at their posts. 
One girl carries the pot of tea while 
the other follows with a tray of cook- 
ies. In summer the beverage is 
changed to lemonade or Coca-Cola. 
Workers sip at the beverage as long 


as they care to, without interrupting 
their work to any appreciable extent. 

At the time of the plan’s inaugura- 
tion, the company was harassed by 
complaints from customers on imper- 
fect jobs and by the slowing up of 
efficiency during the last two hours of 
the afternoon. The management was 
ready to try anything to improve oper- 
ations. The introduction of the good 
old English custom turned the. trick. 
American Business, July, 1939, p. 38:1. 


Training and Education: Schools, Libraries, — 


Publications 


Effect of Wage-Hour Rulings on 
Company Training Programs 


Hours of work in American industry 
are now limited to 44 in one week. That 
limitation has applied to you since Oc- 
tober 24, 1938, unless you are an exec- 
utive or outside salesman. There are 
other qualifying provisions, but it may 
be particularly expedient for employ- 
ers and employees to consider the ef- 
fect of wage-hour regulations on com- 
pany training programs. 

Progressive employers will read 
with interest Paragraph 15, Meetings 
and Lectures, of Interpretative Bulle- 
tin No. 13: 

“Time spent in attending meetings 
and lectures sponsored by the employer 
(whether or not attendance is volun- 
tary) should be considered time worked 
if such meetings and lectures are 


related to the employee’s work.” 

Does Paragraph 15 indicate that em- 
ployee training must be paid for in 
wages as well as in opportunities by 
employers who are now conducting 
educational courses for employee bet- 
terment? A local office of the Wage 
and Hour Administration cannot an- 
swer this query without further rulings 
from Washington. If, however, wages 
are to be paid to employees for meetings 
and lectures, then either better pro- 
grams or shifts in training methods 
may be expected of manufacturers en- 
gaged in interstate commerce and of 
wholesaling, retailing and service es- 
tablishments whose business across 
state boundaries exceeds 50 per cent of 
their volume. 

Outside salesmen are exempt from 
the terms of the Fair Labor Standards 
Act; thus sales meetings and confer- 
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ences do not fall under this regulation. 
Nevertheless, many altruistic employ- 
ers prefer to build sales and employee 
stafils from within the company. One 
manufacturer, as an example, offers a 
complete training course to all em- 
ployees as an incentive to more rapid 
promotion to the next higher job in 
line. If a strict interpretation of the 
ruling is enforced, such a course may 
have to be delegated to a separate cor- 
poration or independent contractor. 
The labor reservoir may shift from 
within to without the company’s ranks. 

The strict enforcement of the recent 
Interpretative Bulletin of the Wage and 
Hour Administrator would be unfor- 
tunate. Changes in or eliminations of 
company training courses that have 
been established on a broad base of 
business education might shift respon- 
sibilities to the public school systems 
or adult educational courses, but speci- 
fic problems cannot be met by general 
training courses. “After hours” has as- 
sumed a new meaning in the employee- 
employer relationship. By Howarp T. 
Hovpe. Printers’ Ink, May 25, 1939, 
p. 29:2. 


What Kind of Plant Newspaper? 


So your company is thinking about 
publishing a plant newspaper for its 
employees? Perhaps it would be well 
to consider a few practical pointers on 
what to do and what not to do. 

What size shall our newspaper be? 
The majority of the hundreds of plant 
newspapers published throughout the 
country measure about 914 by 12% 
inches—a most practical and economi- 
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cal size. Each page will carry four 
columns of type, two inches wide. 

What kind of paper shall we use? 
A good grade of English finished or 
calendered stock will result in an at- 
tractive job, and in addition will per- 
mit the use of fine-screen halftones 
(120- or at least 100-screen halftones 
are recommended). 

How often shall we publish? The 
paper should be issued at least month- 
ly, maybe every two weeks if there are 
eight or ten thousand employees, or 
more. Monthly will suffice, though. 

How shall we gather the news? Sim- 
ply by having plenty of reporters. (For 
example, New Departure News, issued 
by the New Departure Division of Gen- 
eral Motors, has approximately 60 re- 
porters, each one responsible for the 
personal items, or briefs, concerning 
fellow workers in his particular de- 
partment.) In addition, it is a good 
idea to have two or three men to dig 
up general news stories concerning the 
plant, the product, social activities, 
human-interest stories, etc. 

How about the staff? You will need 
a managing editor to supervise the 
sheet. You will want a sports editor— 
maybe two. You will want someone to 
edit and prune the departmental briefs. 
A proofreader will be required, as will 
someone to paste up the pages for the 
printer. The men best qualified for these 
latter tasks are the people in your ad- 
vertising department. 

How shall we apportion the pages? 
At least half of the pages should be de- 
voted to departmental items, because it 
is in the departmental news that you 
can mention literally hundreds of em- 
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ployees by name and job. In a 16-page 
monthly, two pages might be devoted 
to sports, four and sometimes five 
pages to general news, and the remain- 
der of the pages to departmental briefs. 

What are good stories? Besides the 
departmental personals, what shall we 
feature in our paper? 

Here are just a few suggestions. Play 
up the interests of employees—their 
hobbies, sports, social activities. Use 
jokes and illustrations liberally. En- 
courage the candid camera cranks in 
your organization to submit snapshots 


Personnel 


The Foreman’s Personnel Job 


By no means has the foreman relin- 
quished his responsibilities in person- 
nel work. While the personnel director 
may have assumed many of the fore- 
man’s former burdens, certain funda- 
mental personnel duties should be per- 
formed by the foreman. 

The following are the 12 major per- 
sonnel jobs that the foreman should 
do: 

. Work up job descriptions, then 

compile job specifications 

. Develop a sound organization and 

make a clear chart of it 

. Employ the best operators by de- 

veloping good sources of supply 

. Interview applicants; base selec- 

tions on facts about them 

. Train employees on the job and 

provide capable understudies 


of scenes and employees taken in and 
about the plant. Have your company 
doctor or safety engineer contribute 
frequent articles on safety. 

Shun all controversial subjects, par- 
ticularly anything that deals with re- 
ligion and politics. In your editorials 
beware of preaching or dictating to em- 
ployees. And the farther in the back- 
ground any mention of executives and 
their activities is kept, the better. By 
W. CLEVELAND. Factory Man- 
agement and Maintenance, May, 1939, 
p. 64:4, 


. Work up a good self-training pro- 
gram in foreman management 
. Keep records; rate employees; dis- 
cuss progress with them 
. Establish systematic plans for both 
promotions and layoffs 
. Give employees a written separa- 
tion record when they leave 
. Encourage new ideas; develop an 
employee suggestion plan 
. Consider individual differences; 
prevent worker grievances 
. Help those in his department to 
stay healthy and keep safe. 
By J. E. Watters. Factory Manage- 
ment and Maintenance, June, 1939, p. 
69:8. 


fer 


A recent survey of rest periods for 
workers conducted by the Industrial 
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Accident Prevention Associations in- 
dicated that if the average person had 
five meals a day instead of three, with- 
out increasing the total quantity of 
food consumed, he would be less tired 
at the end of the day and would ‘have 
accomplished a better day’s work. 
Failing the opportunity to sit down to 
five meals a day, the Associations’ re- 
port recommended a five to 15 minute 
break in the day’s work, preferably in 
the afternoon, with an opportunity to 
take some light refreshment. 

Statistics were recorded showing that 
most accidents in one large Canadian 
company occurred between 10 o’clock 
in the morning and noon, and between 
2:30 and 5 o’clock in the afternoon. 
Manufacturing and Industrial Engi- 
neering, June, 1939, p. 10:1. 


A Statistical Basis for Setting 
Wage Rates 


In 1936 and 1937, with the union- 
ization of its Emeryville plant, the 
management of a large Pacific Coast 
factory found itself faced with the 
problem of setting wage rates in nego- 
tiating with 17 unions representing the 
plant employees. Accordingly, it was 
decided to establish some factual meth- 
od of rating jobs. 

The job-rating plan which was 
worked out was based on a technique 
that had “been evolved by the Colum- 
bia Steel Co., Pacific Coast subsidiary 
of the U. S. Steel Corporation. First, 
a list of 15 basic factors found in the 
majority of jobs was compiled. Fol- 
lowing this, each factor was numerical- 
ly weighted to represent its relative 
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importance in the job total. The final 
step was to provide a series of de- 
scriptions, or bench marks, to indicate 
the gradations between zero and max- 
imum for each of the 15 factors. 

Actual rating of jobs began by 
selecting three men from the industrial 
engineering department and allowing 
them to rate the same job independ- 
ently. The results, when compared, 
were found to diverge widely because 
of different interpretations of the fac- 
tors and weights. The evaluators then 
discussed the differences, came to an 
agreement on the weights, and tried 
weighting another job. When they 
had. become trained to the point where 
they could agree to within plus or 
minus 5 per cent in 90 per cent of the 
trials, when rating independently, they 
were considered ready for the actual 
evaluation work. 

Having secured the cooperation of 
the plant personnel, each evaluator 
took one-third of the plant and with 
the help of the foremen and depart- 
ment superintendents arrived at an 
evaluation of each job. The finished 
evaluations were then checked by at 
least one other member of the team 
and any differences of opinion or fact 
ironed out. The point rating was then 
plotted on coordinate paper against 
the actual rate being paid. This gave 
a scatter diagram for each depart- 
ment. The data in all cases showed 
a definite central tendency, 90 per 
cent of the points falling within plus 
or minus 7% per cent of the trend 
line. The trend lines were sketched 
in by eye and were not fitted by the 
method of least squares. 
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ployees by name and job. In a 16-page 
monthly, two pages might be devoted 
to sports, four and sometimes five 
pages to general news, and the remain- 
der of the pages to departmental briefs. 

What are good stories? Besides the 
departmental personals, what shall we 
feature in our paper? 

Here are just a few suggestions. Play 
up the interests of employees—their 
hobbies, sports, social activities. Use 
jokes and illustrations liberally. En- 
courage the candid camera cranks in 
your organization to submit snapshots 


Personnel 


The Foreman’s Personnel Job 


By no means has the foreman relin- 
quished his responsibilities in person- 
nel work. While the personnel director 
may have assumed many of the fore- 
man’s former burdens, certain funda- 
mental personnel duties should be per- 
formed by the foreman. 

The following are the 12 major per- 
sonnel jobs that the foreman should 
do: 

. Work up job descriptions, then 

compile job specifications 

. Develop a sound organization and 

make a clear chart of it 

. Employ the best operators by de- 

veloping good sources of supply 

. Interview applicants; base selec- 

tions on facts about them 

. Train employees on the job and 

provide capable understudies 


of scenes and employees taken in and 
about the plant. Have your company 
doctor or safety engineer contribute 
frequent articles on safety. 

Shun all controversial subjects, par- 
ticularly anything that deals with re- 
ligion and politics. In your editorials 
beware of preaching or dictating to em- 
ployees. And the farther in the back- 
ground any mention of executives and 
their activities is kept, the better. By 
W. CLevELAND. Factory Man- 
agement and Maintenance, May, 1939, 
p. 64:4, 


. Work up a good self-training pro- 
gram in foreman management 
. Keep records; rate employees; dis- 
cuss progress with them 
. Establish systematic plans for both 
promotions and layoffs 
. Give employees a written separa- 
tion record when they leave 
. Encourage new ideas; develop an 
employee suggestion plan 
. Consider individual differences; 
prevent worker grievances 
. Help those in his department to 
stay healthy and keep safe. 
By J. E. Waters. Factory Manage- 
ment and Maintenance, June, 1939, p. 
69:8. 


| Rest Period for Workers 


A recent survey of rest periods for 
workers conducted by the Industrial 
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Accident Prevention Associations in- 
dicated that if the average person had 
five meals a day instead of three, with- 
out increasing the total quantity of 
food consumed, he would be less tired 
at the end of the day and would have 
accomplished a better day’s work. 
Failing the opportunity to sit down to 
five meals a day, the Associations’ re- 
port recommended a five to 15 minute 
break in the day’s work, preferably in 
the afternoon, with an opportunity to 
take some light refreshment. 

Statistics were recorded showing that 
most accidents in one large Canadian 
company occurred between 10 o’clock 
in the morning and noon, and between 
2:30 and 5 o’clock in the afternoon. 
Manufacturing and Industrial Engi- 
neering, June, 1939, p. 10:1. 


A Statistical Basis for Setting 
Wage Rates 


In 1936 and 1937, with the union- 
ization of its Emeryville plant, the 
management of a large Pacific Coast 
factory found itself faced with the 
problem of setting wage rates in nego- 
tiating with 17 unions representing the 
plant employees. Accordingly, it was 
decided to establish some factual meth- 
od of rating jobs. 

The job-rating plan which was 
worked out was based on a technique 
that had been evolved by the Colum- 
bia Steel Co., Pacific Coast subsidiary 
of the U. S. Steel Corporation. First, 
a list of 15 basic factors found in the 
majority of jobs was compiled. Fol- 
lowing this, each factor was numerical- 
ly weighted to represent its relative 


July, 1939 


importance in the job total. The final 
step was to provide a series of de- 
scriptions, or bench marks, to indicate 
the gradations between zero and max- 
imum for each of the 15 factors. 

Actual rating of jobs began by 
selecting three men from the industrial 
engineering department and allowing 
them to rate the same job independ- 
ently. The results, when compared, 
were found to diverge widely because 
of different interpretations of the fac- 
tors and weights. The evaluators then 
discussed the differences, came to an 
agreement on the weights, and tried 
weighting another job. When they 
had become trained to the point where 
they could agree to within plus or 
minus 5 per cent in 90 per cent of the 
trials, when rating independently, they 
were considered ready for the actual 
evaluation work. 

Having secured the cooperation of 
the plant personnel, each evaluator 
took one-third of the plant and with 
the help of the foremen and depart- 
ment superintendents arrived at an 
evaluation of each job. The finished 
evaluations were then checked by at 
least one other member of the team 
and any differences of opinion or fact 
ironed out. The point rating was then 
plotted on coordinate paper against 
the actual rate being paid. This gave 
a scatter diagram for each depart- 
ment. The data in all cases showed 
a definite central tendency, 90 per 
cent of the points falling within plus 
or minus 7% per cent of the trend 
line. The trend lines were sketched 


in by eye and were not fitted by the 
method of least squares. 
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The points falling outside of the plus 
or minus 714 per cent area were re- 
studied to see whether there was an 
error in the rating. If no error could 
be found, it was considered that the 
rate being paid was out of line. 

When all job evaluations had been 
thoroughly checked by individual rat- 
ing and by relationship within depart- 
ments, each job was plotted against its 
actual rate for the plant as a whole. 
The trend lines by departments were 
compared to the trend line for the 


plant, and in several cases remarkable 
differences in trend were found. Final- 
ly, all jobs still out of line by plus 
or minus 744 per cent with respect to 
the plant average were listed and spe- 
cific recommendations made for their 
correction. By DONALD PATTERsON. 
Journal of the American Statistical 
Association, June, 1939, p. 365:4. 


(The limitations of job evaluation, and 
various statistical problems involved in job 
rating, are also discussed in this article— 
Editor.) 


MARKETING MANAGEMENT 


This Sales Plan Stabilized 
Employment 


The Shakespeare Company, of Kala- 
mazoo, Mich., manufacturers and dis- 
tributors of sport fishing tackle, was 
formerly troubled with a serious oper- 
ating problem because of seasonal 
fluctuations in sales. Most fishing 
tackle is sold by the dealer in spring 
and summer, and he therefore prefers 
to wait until after the January first 
inventory before ordering new goods. 
But some fishing implements cannot 
be made up on short notice; rods, for 
instance, require six months of season- 
ing. The company’s procedure there- 
fore was to try to estimate in July the 
expected sales on its 3000 items for 
the year from August 1 to July 31. 
During June, July and August it was 
necessary to resort to very heavy lay- 
offs, with only part time for those 


not laid off; and reemploying did not 
begin until September 15. 

To induce dealers to place orders 
earlier, the company drew up an “ad- 
vance ordering discount” plan, offer- 
ing an extra discount of 4 per cent 
for stock orders placed in August and 
September, 3 per cent for October and 
November orders, and 2 per cent for 
December orders. No extra discount 
was offered for orders received after 
the first of the year. Before the plan 
was put in operation, only 40 per cent 
of the total year’s orders were received 
between August and January; but the 
percentage has now been steadily in- 
creasing, and last year it passed 60 
per cent. 

A new method of compensating 
salesmen adopted in 1932 has also 
been of great value in spreading orders 
over dull periods. Experience showed 
that if a few thousand dollars of vol- 
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ume could be added toward the end 
of the fiscal year—i.e., June and July— 
it would be largely profit. The com- 
pany sets a quota which can be rather 
readily reached, and salesmen are paid 
according to a graduated scale of com- 
mission. For the first 60 per cent of 
quota, they receive 11 per cent com- 
mission; for the next 20 per cent of 
quota, 13 per cent commission; and 
for all over 80 per cent of quota, 16 
per cent commission. Under this ar- 
rangement the men are paid enough to 
make it worth their while to work 
hard toward the end of the year, when 
a few extra thousand dollars of orders 
mean much in profit and reduced in- 
ventory to the company. 

The volume produced by the dis- 
count plan enables the company to 
start volume production nearly two 
months earlier; and the graduated 
commission scale has not only in- 
creased volume materially for two 
formerly very dull months, but it also 
sustains the production rate to the 
point at which volume production be- 
gins again for the following -year. By 
MonRoE SHAKESPEARE. Executives 
Service Bulletin, Metropolitan Life In- 
surance Company, April, 1939, p. 7:2. 


Survey of Impulse Buying 


All buying may be generally classi- 
fied as (a) planned or decided in ad- 
vance and (b) impulse or reminder, 
decided right in the store. Present-day 
retail merchandising concerns itself 
with both classes of purchasing, al- 
though progressive stores have in 


recent years recognized that impulse 
July, 1939 


purchasing has been growing in im- 
portance. 

The recognition of an “impulse 
group” in purchasing inspired a recent 
survey of a large number of representa- 
tive consumers in relation to their reac- 
tions in typical grocery stores. From 
a summary of this study it appears that, 
although most shoppers make up par- 
tial lists at home, 3 out of 4 decide on 
additional items after they are in the 
store. It also was ascertained that 
nearly 1 out of 4 items of all food 
purchases are decided upon after reach- 
ing the store, being impulse or re- 
minder purchases. Continuing the 
analysis, it was found that 66 per cent 
of all impulse purchases were on dis- 
play. This suggests that, in order to 
capitalize on this tremendous impulse 
market, a manufacturer should make 
his product so attractive and appetiz- 
ing that the dealer will voluntarily give 
it preferred display. 

Another consumer survey covered 
the buying impulse in a limited-price 
chain. So that the realm of impulse 
buying could be thoroughly explored, 
trained investigators were stationed in 
stores to ask women what they bought 
and why. This conclusive study, in its 
final breakdown, indicated that: (1) 
nearly two-thirds of the shoppers in 
limited-price chains buy something 
they had not planned to buy; (2) this 
extra unplanned business amounts to 
53.8 per cent of total volume, well over 
half of the stores’ business; (3) 91 per 
cent of all impulse purchases are made 
because the items are on display and 
catch the shopper’s eye; (4) impulse 
buying increases approximately in pro- 
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portion to the amount of display given 
merchandise; and (5) impulse buying 
is a vital part of any retailer’s volume, 
and manufacturers should strive to 
reach this market through all resources 
at their command. Packaging Parade, 
June, 1939, p. 5:3. 


Grocers Invade the Drug Field 


Seventy-two per cent of the inde- 
pendent grocers in Baltimore now sell 
aspirin tablets, nearly every grocery 
chain store in both Baltimore and De- 
troit sells cleansing tissues, both 
chains and independents are begin- 
ing to stock vitamin products and of- 
fer photographic developing service. 

Today the retail druggist is faced 
with new and powerful competition, 
brought about to a large degree by 
the plight of the orthodox grocer who 
has seen his volume dwindling as the 
supers developed. The situation helps 
to explain why retail drug organiza- 
tions are agitating for state legislation 
and regulations, and why they hope 
to bring action successfully against the 
grocers under the new Federal label 
law. 

The extent of this new competition 
has been measured as of May 1 in 
Detroit and Baltimore by a field sur- 
vey of 416 independent grocers and 
98 chains. The survey discloses a 
definite trend among both chains and 
independents toward stocking medi- 
cinal and cosmetic products as well 
as many items normally sold in house- 
ware stores and departments. 

Of 26 products which conventional- 
ly belong in drug or houseware stores, 


17 are stocked by from 14 per cent to 
98 per cent of the stores surveyed, 
These items include cough drops, in- 
secticides, cigarettes, aspirin, electric 
bulbs, pencils, writing pads, ink and 
toothpaste. Among the other prod- 
ucts some stores are stocking are face 
powder, sanitary napkins, nail brushes, 
hand lotions, and magazines. 

The sales executive who has a prod- 
uct for drug stores is consequently 
faced with these problems: (1) Is 
this trend likely to put many druggists 
out of business? (2) If it is a dan- 
gerous trend, and one likely to put 
many druggists out of business, should 
I keep my merchandise away from 
the grocers? (3) Or, if the trend is 
sure to extend even further, should 
I start promotion and sales work at 
once with the grocery trade before 
the movement gathers momentum? 
Sales Management, June 1, 1939, p. 
18:2. 


Sales Dollar Split-Up 


Of interest to all advertising, selling 
and management executives is the prob- 
lem of how important industrial es- 
tablishments divide their gross sales 
dollar. About 60 industrial companies 
reporting to the National Industrial 
Advertisers’ Association indicated that 
manufacturing costs took up 60 per 
cent of the total. This percentage also 
applied to the capital equipment indus- 
try as a unit, although other industrial 
groups showed variations. 

Manufacturing costs—that is, mate- 
rial and labor—accounted for only 44 
per cent of the gross sales dollar of 
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producers of operating supplies, while 
service costs were 10 per cent of the 
total, and profits amounted to 12 per 
cent, as compared with an 8 per cent 
profit average for all industries report- 
ing. Other deviations from the general 
average were indicated by manufac- 
turers of building materials: manufac- 
turing costs amounted to 65 per cent of 
the total, administrative costs to only 
9 per cent, advertising costs to 2 per 
cent, and profit to 7 per cent. Dun’s 
Review, June, 1939, p. 41:1. 


Consumers’ and Independent 
Store Owners’ Reactions to 
Recent Price Legislation 


This survey covered about 2800 con- 
sumers in the middle-class group and 
over 1700 independent store owners, 
all in the New York metropolitan 
area, and sought to discover their re- 
actions to recent price legislation. 

Fifty-three per cent, or 1429, of the 
consumers interviewed never heard of 
the Robinson-Patman Act, while 1681, 
or 68 per cent, never heard of the fair 
trade or price-maintenance acts. Those 
who claimed to know the acts were of 
the opinion they led to higher prices 
and decidedly favored the independ- 
ent merchants. But 40 per cent of all 
the merchants interviewed did not 
know of the acts; and this number is 
probably ‘greater, as nearly 300 mer- 
chants did not answer the question. 

In view of the efforts through tax 
legislation and these statutes to put 
corporation chain stores out of busi- 
hess, it is interesting to note that: 
1242 consumers thought such stores 
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were monopolies and 1063 thought 
not; 1444 consumers thought independ- 
ents should be encouraged to stay in 
business by patronage at high prices, 
while 787 thought not. Nearly two- 
thirds would therefore seem to be, if 
not hostile to chains, at least very 
indifferent to their existence. In this 
connection it should be noted that 
New York is the great retail market 
of the country, and consequently many 
of those replying may be related to 
store owners. 


Many of the merchants familiar with 
the Robinson-Patman Act think it 
should even out wholesale prices be- 
tween producers and retailers, reduc- 
ing some of the purchase price dis- 
advantage sustained by some _inde- 
pendent retailers. They also vision in 
large numbers better profits. How- 
ever, only 361 of the total 1723 mer- 
chants report receipt of lower whole- 
sale prices, and only 308 report receipt 
of more sales promotion aid. Since 
the Act was designed to prevent price 
discrimination in all forms and since 
it has been in operation long enough 
to have affected merchants in so im- 
portant a center as the metropolitan 
area, it would seem that all its expected 
benefits had not materialized. Some 
of the merchants, however, believe 
they have been benefited, as may be 
implied from the facts that more think 
chain-store competition is less than 
greater, and that more enjoyed an in- 
crease in business since 1936, despite 
the fact that the survey was conducted 
during the depression period of 1938. 


Nearly four times as many mer- 
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chants reported prices the same or 
higher as reported lower prices, and 
more than three times as many re- 
ported profits the same or higher as 
reported lower profits. These data 
indicate the advantages of price legis- 
lation for the merchant. Since still 
relatively few goods are covered by 
price contracts, it would seem fair to 
expect that when price contracts cover 
nearly all goods, most merchants will 


report higher prices and greater profits, 

Consumers, however, seem to offer 
resistance to price-fixed items. Despite 
the fact that prices of most retail-store 
items are not yet fixed, 470 merchants 
reported resistance by customers. By 
Louis Baper. The Journal of Market. 
ing, July, 1939, p. 59:9. 


(This article also reports the separate find- 
ings of a survey of drug-store merchants 
whose experience with the price laws has 
been more extensive—Editor.) 


FINANCIAL MANAGEMENT 


An Analysis of Stockholder 
Reports 


Sales Management recently analyzed 


the 1938 annual reports of 145 com- 
panies whose stocks are listed on the 
big board, in an effort to discover how 
intelligible such reports really are to 
the average stockholder. 

The reports were first analyzed as to 


format. It was found that only 28 
per cent of the companies made use of 
a special cover stock; 17 per cent used 
color on the cover; while 13 per cent 
used more than one color inside. 

Seven per cent of the reports con- 
tained financial tables that a layman 
could understand, and only 25 per 
cent discussed finances in terms a lay- 
man could understand. 

Thirty-six per cent of the companies 
studied ran lists of their products, while 
24 per cent included pictures and de- 
scriptions of their products. Thirty- 
two per cent discussed their relations 


with employees, and 16 per cent pub- 
lished photographs of their plants or 
personnel. Twelve per cent of the re- 
ports discussed advertising and public 
relations programs. 

Seven per cent of the reports were 
illustrated with pie charts, while 17 per 
cent used line or bar chart illustrations. 
Sales Management, June 15, 1939, p. 
46:1. 


The Place of Internal Auditing 
in Industrial Companies 


In a recent survey of the importance 
and place of the internal auditing func- 
tion in industrial companies, the 
National Association of Cost Account- 
ants investigated the current practices 
of 285 companies. 

Of the companies studied, 10] re 
ported that in their companies there 
was a department or individual charged 
with the duty of internal auditing. In 
61 of the 101 companies the person in 
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charge of this function has the title 
of auditor, in 15 companies a title 
including the word auditor, while in 
25 companies various other titles were 
found. In the 184 companies which 
reported no individual or department 
charged with the duty of internal audit- 
ing, the functions of the internal auditor 
appear to be most frequently performed 
by the chief accountant, the controller, 
the assistant treasurer, the treasurer, or 
public accountants. 

One of the most interesting questions 
in this study was that requesting the 
reporting companies to indicate the 
chief objectives of internal auditing in 
their organizations. On the basis of 
the replies, the main objectives of in- 
ternal auditing, in order of relative 
importance, would appear to be as fol- 
lows: (1) location of errors and pro- 
motion of uniformity and accuracy in 
recording transactions; (2) verification 
of accuracy of financial statements and 
reports; (3) prevention and detection 
of fraud; (4) control and reduction of 
costs; (5) analysis and improvement 
of system of internal check; (6) audit 
of subsidiaries and branches; and (7) 
special investigations. 

In another question the companies 
were asked: “For the purpose of dis- 
covering out-of-line items, irregulari- 
ties, or errors in recording, does your 
internal auditor make use of compari- 
sons of unit costs?” One hundred 
ninety-two of the companies reported 
that comparative unit costs were used 
for these purposes, while 93 companies 
reported that they were not used. 

Approximately one-half of the com- 
panies included in this study are using 
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standard costs, with approximately 
three companies using ideal or current 
standards for each company using 
basic or measure standards. By R. P. 
MarPLe, N. A. C. A. Bulletin, June 1, 
1939. 13 pages. 


Bad Debt Loss Survey 


Bad debt losses sustained in 1938 
by slightly more than 2400 whole- 
salers located throughout the United 
States averaged 0.37 per cent of their 
total credit sales, as compared with 
the previous year’s ratio of 0.35 per 
cent. The dollar loss for this reporting 
group amounted to $7,650,228. 

The average percentages reported by 

the various lines of wholesale trade 
indicate an extremely wide variation 
among the different kinds of business. 
At the top are found, in general, the 
trades handling durable goods, and at 
the other extreme are the wholesalers 
of non-durable consumption goods. 
The highest proportionate loss was 
sustained by wholesalers of machinery, 
equipment and supplies (except elec- 
trical) with a ratio of 0.81 per cent; 
closely following came the jewelry and 
optical goods trade with 0.79 per cent, 
and leather and shoe furnishings with 
0.78 per cent. 
Closely related to the general con- 
sideration of the type of product 
handled is the length of the terms ex- 
tended in the various trades. Thus, 
the three trades mentioned above, 
namely, machinery, jewelry and lea- 
ther, are typically long-term trades. 

Another criterion which might ac- 
count for the wide differences existing 
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in the losses is the size of the sellers’ 
firms. The largest wholesalers, when 
classified by their 1938 sales volume, 
reported the smallest proportionate 
loss from bad debts, and the largest 
losses were suffered by the small-size 
groups. There was a perfect inverse 
relationship between size of sales and 
bad debt loss ratios. 

Bad debt losses taken in 1938 by al- 
most 1600 manufacturers in a wide 
variety of industries located through- 
out the United States averaged 0.20 
per cent, or 0.02 per cent more than 
in 1937. The loss percentages for 15 
industry groups range from 0.45 per 
cent for the printing trades to 0.08 per 


INSURANCE * 


Some Aspects of Self-Insurance 


The theory of self-insurance is sim- 
ple enough, but its practical applica- 
tion is much more difficult. The whole 
problem boils down to the question of 
whether, in each instance, this plan is 
a gamble or a coldly calculated method 
of self-protection with a mathematical 
probability of its being justified by re- 
sults. Many self-insurers, no doubt, 
have programs based on sound actua- 
rial principles. On the other hand, 
some concerns which have elected to 
self-insure their hazards have placed 
themselves within or perilously near 
the bankruptcy court, or at least in an 
impaired financial position, because 


cent reported by the iron and steel 
industry. 

The age of the industry appears to 
have no bearing on the loss percentages 
of manufacturers, nor is the relation. 
ship between bad debt losses and type 
of goods at all definite. However, 
there is a tendency toward a higher 
proportionate loss in those industries 
producing durable goods. 

Analyzed by sales size groups, the 
bad debt losses of manufacturers tend 
to decline as the sales volume in- 
creases. By Dr. Witrorp L. Waite. 
Credit and Financial Management, 
June, 1939, p. 16:5. 


they disregarded certain essential fun- 
damentals. 

The decision to self-insure requires 
careful consideration of the following: 
past experience of the individual risk 
plus comparison with other risks; 
spread of the risk; allowance for the 
law of averages; grouping of units 
with similar hazards; liability to third 
parties; prevention or safety engineer- 
ing. And the success of a self-insurance 
plan depends greatly upon managerial 
competence, and warrants the super- 
vision of a capable executive. 

Spread of risks should be so com- 
plete that spread of disaster will not 
follow. The self-insurance fund should 
be created step by step, and sudden 


* Insurance abstracts are contributed by P. D. Berrertey, Insurance Consultant. 
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transfer from outside insurance to a 
self-insurance plan should be avoided. 
This fund should be kept inviolate, 
even when a temporary urgency re- 
quires an extra amount of cash. 

There are several ways of maintain- 
ing reserves to meet losses. One is 
through the medium of a contingency 
fund. Another is through a strictly in- 
surance reserve, established either by 
means of the premiums that would or- 
dinarily have been paid to an insurance 
company or companies, or through the 
setting aside of a certain amount to 
cover possible losses during the fiscal 
year, or through what are virtually 
assessments levied in the form of rates 
on member or subsidiary plants of the 
corporation. 

Probably the soundest method em- 
ployed by self-insurers is that wherein 
plants owned by the corporation or its 
subsidiaries are rated according to 
their individual hazards and loss expe- 
rience, with each plant contributing its 
quota. Another sound practice is for 
the self-insurer confronted with the 
possibility of catastrophe losses to cov- 
er losses exceeding a certain amount 
with an outside insurer. 

Workmen’s compensation is appar- 
ently the most common form of self- 
insurance. Self-insurers of workmen’s 
compensation sometimes reason that, 
by direct payment of claims of their 
own employees, they gain an intangible 
benefit in the form of better relations; 
however, this does not necessarily fol- 
low. Incidentally, the introduction of 
retrospective rating by some self-insur- 
ers is a concession, to a degree, that 
the compensation problem of employ- 


ers in the $5000, or higher, premium 
bracket can be solved on the cost-plus 
plan—another way of saying that self- 
insurance with stop-loss protection is 
feasible for such employers. By Davin 
Porter. The Spectator, April 20, 1939, 
p- 10:8; May 4, p. 10:3. 


Water Damage Insurance 


Water damage insurance is a field of 
protection which has as yet been little 
developed. The water damage policy 
has been revised and improved, and 
the coverage now includes entire heat- 
ing systems as well as air-conditioning 
installations, show windows, transoms 
and ventilators. Many losses have been 
caused by appliances used in dwellings 
and in manufacturing operations—e.g., 
vats, steam pressing machines, washing 
machines, steam tables, coffee urns, 
and photographic developing tanks. 
The Eastern Underwriter, April 28, 
1939, p. 24:2. 


Insurance and Automobile Safety 


Motor vehicle accidents give rise to 
three major problems: how to prevent 
them, how to distribute their economic 
consequences, and how to insure the 
financial responsibility of persons who 
may be liable to others for damages 
or compensation. These are inter- 
related but are worthy of independent 
consideration. 

My layman’s opinion is that the 
safety problem is primarily one of 
direct action—of traffic and highway 
engineering; of motor vehicle laws and 
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their administration; of efficient, un- 
hampered police work; of training in 
the operation of motor vehicles. I do 
not believe that insurance and safety 
are intimately related in the case of 
the individual driver. The rewards 
that may be given and the threats that 
may be made are not effective. 

Two possible solutions for the assess- 
ment of the relative shares in the 


economic consequences of motor ve- 


hicle accidents present themselves; 
(1) modification of the legal rules and 
procedures to achieve more accurate 
and prompter determination of fault 
and damages; and (2) complete or 
partial abandonment of the negligence 
principle in favor of compensation 
based on the consequences of acci- 
dents, regardless of personal fault. By 
H. Biancwarp. The Eastern 
Underwriter, March 31, 1939, p. 37:1. 


Survey of Books for Executives 


The New Management. By H. T. 
Hildage, T. G. Marple and F, L. 
Meyenberg. Chemical Publishing 
Company, New York, 1938. 358 
pages. $6.50. 


“The New Management” represents 
at least one seven-league stride along 
the road of progress in British manage- 
ment literature. It should be received 
warmly, especially by those interested 
in management in Britain, since it fills 
a gap that has existed for some time. 
The authors modestly disclaim the in- 
clusion of any original ideas in the 
book, but a careful reading of its 
pages brings to light more than suff- 
cient evidence to prove them wrong. 
Not only have they introduced some 
challenging ideas in the section devoted 
to work and time study (which, inci- 
dentally, is a most fortunate selection 
of terms), but they have broken with 


a tradition of long standing, particv- 
larly in America, and have devoted 
space profitably to a discussion of psy- 
chology and its implications and appli- 
cation in industry. This departure is 
worth the attention of those who write 
on the subject of management, and 
worth the reading of all those inter- 
ested in the practice or teaching of 
management and psychology. 

The book is definitely humanistic in 
character, although one might not think 
so when he reads the authors’ state- 
ment that organization is a machine. 
However, this point is satisfactorily 
explained, and throughout the work the 
‘human element is emphasized. The 
authors at times deal somewhat harshly 
with techniques and methods, and they 
may leave some readers with the con- 
viction that they really believe such 
things can be thrown overboard. 

A main purpose of this work is to 
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state, clarify, and show applications 
of the principles of organization and 
management. In this, the book falls 
somewhat short of being an outstand- 
ing achievement. The examples and 
case studies are plentiful and were 
carefully chosen, but the statement and 
clarification of principles are not im- 
pressive. The principal activities of 
an enterprise and the major functions 
of management are explained in a 
very much abbreviated form, and in 


ness. The fact that the authors’ con- 
ception of this book undoubtedly in- 
cluded a definite need and field of use 
for it may well explain the apparent 
lack of balance in the treatment of the 
subject, although it appears to be a 
superhuman task even with maximum 
economy of words to state and explain 
the principles of organization and man- 
agement in such brief compass as is 
devoted to that task in this book. 

Nevertheless, it is a well-written 
and thoroughly readable book that 
should prove of considerable value, 
particularly to the less mature students 
and practitioners in the field of man- 
agement. 

Reviewed by Coleman L. Maze, New 
York University. 


Industrial and Labour Relations 
in Great Britain. Edited by Frank 
E. Gannett and B. F. Catherwood. 
America’s Future, Inc., New York, 
1939. 364 pages. $2.50. 


“Industrial and Labour Relations in 
Great Britain,” edited and published 
by Frank E. Gannett and B.-F. Cather- 
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some instances without sufficient clear-. 


wood, is an exceedingly worthwhile 
treatment of trade-union development 
and operation and of labor legislation 
and administration in Great Britain. 
The attitude of trade-union officials 
and the basic underlying philosophy 
of British labor laws and their admin- 
istration are completely—although not 
impartially—presented. 

Any student of this problem as it 
exists in the United States will do well 
to study this volume thoroughly. 
Even a casual study of the material 
presented will spotlight the weaknesses 
in the philosophy and administration 
of our own labor laws, which have 
developed rather than eliminated strife 
in labor-management relations in so 
many industries in this country. 

A thorough study of this book, how- 
ever, leaves one with the conviction 
that, although trade-union and govern- 
ment attitudes are thoroughly covered, 
the complete picture of management- 
employee relations has not been pre- 
sented. Much progress has been made 
in sane legislation and in the develop- 
ment of a judicial attitude of mind on 
the part of government administrators. 
The British trade-union officials have 
learned that more can be accomplished 
for labor by basing employer-employee 
relations on interests which are com- 
mon, rather than on conflicting inter- 
ests—a lesson which too many trade- 
union officials in this country have yet 
to learn. In these two respects, Eng- 
land is far ahead of the United States, 
and many ideas can well be imported 
from there, especially in the field of 
labor legislation and government ad- 
ministration. 
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It is apparent that the editors limited 
their survey to contacts with govern- 
ment officials, trade-union representa- 
tives and others closely associated 
with the trade-union movement. It 
is only natural that such a sampling of 
opinion would result in a one-sided 
view of the problem. No mention is 
made of the fact that less than one- 
third of British workmen are members 
of the unions. The reader might be 
led to believe that England has ar- 
rived at the millennium in labor rela- 
tions and that there is a single method 
of dealing with labor relations which 
is generally, if not quite completely, 
accepted by workers and employers. 

Had the publishers of this book 
spent a little more time in studying 
a complete cross-section of English 
industry, they would have discovered 
that there are great variations in labor 
relations even in the organized indus- 
tries. They would have found that 
there are many open-shop industries, 
many with employee associations, and 
many with independent unions. They 
would also have found that in every 
case where labor relations are of the 
best, in both unionized and unor- 
ganized industries, the attitude of man- 
agement is not so far different from 
management’s attitude in this country 
in the more progressive industries. 
British workers, contrary to the con- 
ception one might get from this book, 
are not all happy in all organized 
industries, nor are they- all oppressed 
and unhappy in many unorganized 
industries. 

In any undertaking, business or 
social, there must be restrictive rules 


and regulations. We can import much 
from English labor legislation that will 
help to make our own setup more con. 
tributive to industrial peace. We can 
also draw on English experience to 
improve the relations between trade 
unions and business. But before we 
accept a single new system from any 
foreign environment, let us make sure 
that we have all the facts, and before 
we attempt to apply it, let us make 
sure that we make the changes neces. 
sary to fit it to our own requirements. 


So You’re Going to Sell. By Don. 
ald B. Tansill. The John C. Winston 
Company, Philadelphia, 1939. 219 
pages. $2.00. 


Theoretically, the best books about 
farming could be written by farmers, 
since they know all the practical angles 
of agriculture; and books on naviga- 
tion should be written by sea captains 
because they are in the sailing business. 
But actually farmers and sea captains 
do not write very much, and books 
on their callings are authored very 
largely by professors who gather their 
material experimentally and who feel 
most at home when they are talking 
statistics. 

But in one field, at least, the prac- 
titioner is more and more becoming 
the writer. This is selling. In recent 
years we have seen the appearance of 
a growing number of books on sales- 
manship written either by salesmen or 
by sales managers. Only lately a vol- 
ume by a sales executive of the Stude- 
baker Corporation was reviewed in 
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this magazine. It was called “Sales- 
manship for Today for Sales Managers 
of Tomorrow.” Now we have another 
§ volume very much along the same lines 
by the Vice President in Charge of Sales 
of The Pepperell Manufacturing Com- 
pany. The book accomplishes two 
things, mainly: It successfully sells 
selling to the prospective salesman, and 
it helps the thinking of the seasoned 
veteran. It is designed to kill the 
notions in the mind of the initiate that 
selling is a second-rate occupation and 


that to make a success of it you must 
be “born” to it and have a lot of 
luck; and it is calculated to make the 
veteran proud of his occupation and to 
supply him with new ideas and inspira- 
tion for tackling his work. 

Mr. Tansill has not attempted to re- 
duce selling to a series of equations. 
The book is frankly inspirational but 
is based on facts and experience. Above 
all, it is readable, and one finds him- 
self carried forward effortlessly from 
chapter to chapter. 


Briefer Book Notes 


BLACK WORKERS AND THE NEW UNIONS. By Horace R. Cayton and George S. 
Mitchell. The University of North Carolina Press, Chapel Hili, N. C., 1939. 473 pages. 
$4.00. A study of the economic status and industrial position of the Negroes as industrial 
laborers and of their participation in labor unions. The volume is based upon 900 inter- 
views with workers, plant managers, foremen and union officials in three major industries— 
iron and steel, meat-packing, and railroad car shops. It shows what really happens when, 
in circumstances of enormous complexity and under the impetus of a New Deal, an irresis- 
tible drive for union organization runs head-on into an immovably imbedded race prejudice. 


LIFE INSURANCE. By Joseph B. Maclean. McGraw-Hill Book Company, Inc., New 
York, 1939. 668 pages. $4.00. A practical and non-technical explanation of the principles 
and practice of the life insurance business in all its phases, to meet the requirements of 
employees and executives in life insurance companies, as well as of students. This fully 
revised fifth edition covers many recent developments in regard to industrial insurance, 
group insurance, regulation and taxation. 


ACCOUNTING CONCEPTS OF PROFIT. By Stephen Gilman. The Ronald Press 
Company, New York, 1939. 635 pages. $5.00. This book attempts to present in an organ- 
ized pattern the more important conventions, doctrines and rules which influence the deter- 
mination of accounting profits, while at the same time it avoids certain areas which have 
been discussed adequately and voluminously elsewhere and in which coercive legal influence 
is most marked. A substantial number of chapters have been devoted to net profit problems 
arising from inventories and fixed assets, these two categories representing vehicles for the 
discussion of profit determination and profit distortion. 


FINANCING GOVERNMENT. By Harold M. Groves. Henry Holt and Company, New 
York, 1939. 777 pages. $3.75. A clear and comprehensive exposition of the principles, 
practices and problems of public finance, designed primarily as a college textbook. Though 
the author presents and competently defends his own point of view, the volume is mainly 
factual, and an effort has been made to designate controversial issues. 
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THE STATE SALES TAX. Compiled and edited by E. R. Nichols, Marian M. Nichols 
and E. R. Nichols, Jr. The H. W. Wilson Company, New York, 1938. 397 pages. $125 
This volume is an attempt to gather under one cover enough of the articles, speeches, 
writings and radio addresses of the last four years on the subject of the sales tax. to give the 
student debater an all-around view of the principles of taxation, the modern trends in taxm 


INTRODUCTION TO BUSINESS. By Edwin H. Spengler and Jacob Klein. McGraw. 
Hill Book Company, Inc., New York, 1939. 786 pages. $4.00. This second edition of 
“Introduction to Business” maintains the same realistic approach which was a dominant 
feature of the first edition. Designed as a textbook for an introductory course in busines 
economics, it makes use of practical situations and illustrative data to give the student 
complete, unified picture of all phases of modern business procedure and to acquaint him 
with the organization, methods and problems of American industry. All chapters affected 
by changing conditions have been brought up to date, and much new material has been added, 


ECONOMIC PROBLEMS IN A CHANGING WORLD. By Willard L. Thorp and 
associates. Farrar & Rinehart, Inc., New York, 1939. 820 pages. $5.00. A brilliant group 
of economists presents in this volume a sweeping panorama of the new economic 
that is gradually emerging in America today. No attempt has been made to exhaust the 
field in which economic problems are found; instead, the book concentrates on such critical 
factors in the economic system as consumption, prices, labor relations, management, and 
problems of government. The labor scene is vividly outlined in an account of the actual 
rise of the labor unions and the political labor movement during the last decade, while the 
eg i importance of government activity is shown by a comprehensive analysis of 
New policies. 


_ LABOR ECONOMICS AND LABOR PROBLEMS. By Dale Yoder. McGraw-Hill 
Book Company, Inc., New York, 1939. 669 pages. $3.50. The second edition of this book 
again emphasizes the underlying principles and processes associated with labor problems 
This revised edition covers such important recent developments as the contributions to wage 
theory made by monopolistic competition; the present nationwide system of unemployment 
compensation; the A.F.L.-C.I.0. struggle; proposed amendments to the Fair Labor Standards 
es the National Labor Relations Act, and old-age insurance programs; anti-union lege 

tion; etc. 


AN INTRODUCTION TO THE STUDY OF PRICES. By Sir Walter T. Layton and 
Geoffrey Crowther. The Macmillan Company, New York, 1938. 288 pages. $4.00. While 
making no attempt to deal exhaustively with monetary theory or to compete with mort 
ambitious histories of prices, this volume attempts (i) to give the reader a sufficient back 
ground of theory to enable him to understand the causes which determine the purchasing am 
oo of money, and (ii) to familiarize him with the actual course of prices since they 

poleonic wars. This is the third edition of a book which has now established itself as 
standard work for its size on the subject. 


A READING LIST ON BUSINESS ADMINISTRATION. The Amos Tuck School of 
Administration and Finance, Dartmouth College, Hanover, N. H., 1939. 54 pages. 30 cenit 
This is the fourth revision of a standard reading list designed for the use of those who wish 
to accumulate business books for study and reference and for concerns which desire @ 
establish small libraries for staff use. The pamphlet contains a carefully selected list # 
books covering the principal aspects of business. Each book is annotated by a terse descrip 
tion of its contents, indicating its emphasis or its relation to other books in the field. 


OF THE NATIONAL GOVERNMENT. 


resents a general analysis of the problems involved in reorganizing the 
executive the national government, and considers the possibilities and the 
tions of several proposed types of reorganization and the arguments for and against them. 
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By Lewis Meriam and 
D. C., 1939. 272 pages 


